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V 


REPLY  OF  THE  lilPERIAL  VALLEY  V/ATER  USERS  ASEOCIAIION  TO 
THE  REPORT  MADE  TO  THE  ECKCRABLE  SECRETARY  OF 
THE  IITTERIOR  BY  THE  RBDLAMAT lOK  BUREAU, 
WHICH  SAID  REPORT  IS  DATED 
OCTOBER  1,  1904. 


To  the  Honorable 

Secretary  of  the  Interior, 

Washington,  B.  C. 
Sir: 

As  the  chief  executive  head  of  and  representing  the 
Imperial  Valley  Water  Users  Association,  which  was  organized 
ty  the  suggestion  of  the  official  head  of  the  Reclamation 
Service  for  the  purpose  of  acquiring  the  irrigation  plant, 
known  as  the  Imperial  Canal  System,  owned  by  The  California 
Development  Company,  vdilch  said  corporation  is  now  virtually 
in  control  of  the  entire  flow  of  the  Colorsido  River  by  reason 
of  prior  appropriation  and  beneficial  use  of  its  waters  and 
through  concessions  made  to  its  affiliated  corporation  by 
the  Republic  of  Mexico  as  the  carrying  agent  —  as  well  as 
the  owner  of  certain  quantity  of  water  diverted  from  the 
river  in  Mexican  territory  and  the  natural  physical  strategic 
posltitn,  the  people  —  through  its  organization  —  desire  to 
reply  to  the  report  mentioned  in  the  above  caption. 

From  a  careful  examination  of  the  report  It  is 
obrlous  that  the  officials  in  charge  of  the  matter  relating 
to  the  enterprise  are  not  equipped  with  the  necessary  data 
in  order  to  fully  comprehend  the  exact  sitSiatlon  and  the  rel- 
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atlve  value  of  the  property  under  discussion  or  consideration  and, 
while  our  association  has  no  desire  to  dictate  to  the  Department  — 
yet  taking  into  consideration  the  great  importance  to  the  people 
now  located  in  the  Imperial  Valley,  as  well  as  to  the  National 
Govemrnent  —  it  appears  only  just  that  they  shall  te  heard  in 
support  of  their  present  homes,  as  well  as  those  who  shall  come  after 
them. 

It  will  be  the  aim  of  the  association,  through  its  duly 
accredited  representatives  —  in  a  courteuus  manner  and  without 
offence  —  to  point  out  to  the  Department  certain  paragi^phs  in 
the  report  forming  a  conclusion,  which  said  conclusions  are  not 
well  founded,  presumably  arrived  at  by  reason  of  insufficient 
infoiroation  and  data,  and,  if  possible,  remove  all  doubt  as  to 
the  value  of  the  property  sought  to  be  purchased  and  the  great 
benefit  that  will  be  derived  therefrom  by  the  nation  and  the 
people  now  obtaining  their  supply  of  water  for  irrigation  pur- 
poses from  the  system,  in  the  event  the  Government  acquires 
control  of  the  distribution  of  the  water  by  purchase,  through 
the  association,  of  the  plant;  and  also  to  suggest  ways  and 
means  whereby  the  same  may  be  accomplished  speedily  without 
resorting  to  diplomatic  negotiations  with  the  Republic  of  Mexico, 
at  least  for  the  time  being. 

When  the  California  Development  Company  attenpted  to, 
and  narrowly  escaped  the  acccxnpl ishment  of  inducing  the  National 
Congress  to  confim  its  water  appropriation  from  the  river,  at 
the  earnest  solicitation  of  members  of  the  Heclamation  Service, 
the  settlers  joined  with  the  Secretary  of  the  Interior  —  through 
the  Reclamation  Bureau  —  to  defeat  the  objects  of  the  Compai^,  know- 
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Ing  at  the  same  time  tlmt  they  were  assailing  the  title  to  and  the 
right  to  use  the  water  on  their  own  lands.   It  is  well,  in  this 
connection,  to  affirm  that  the  settlers  contend  that  the  title  to 
the  water  used  is  absolute  and  cannot,  under  the  lav/s  of  the  covmtry 
and  the  Gonsititution  of  the  Republic,  be  abridged  or  taken  away  and, 
in  that  respect,  the  association  nmst,  in  duty  bound  and  in  justice, 
support  the  canpany  in  its  contention.   True, the  title  v/as  assailed 
through  the  aid  of  the  settler  and  other  arguraents  were  resorted  to 
which,  in  many  ir.stances,  were  not  well  founded,  for  the  purpose  of 
inducing  the  company  to  agree  to  sell  its  property  so  that  the 
settler  may  acquire  the  same  for  the  benefit  of  the  present  water 
user,  hiunanity  and  future  posterity. 

Ho  move  was  made  by  the  association  without  first  consult- 
ing with  the  officials  in  charge  of  the  Reclamation  Bureau  in  the 
field  and  with  those  at  the  head  of  the  Service  in  T/ashington  through 
correspondence,  transmitted  generally  by  the  Honorable  V/illiam  B. 
Smythe  representing  the  settlers,  and  it  was  urged  by  the  officials  o 
the  Bureau  at  the  time  the  commit te,  appointed  to  investigate  the 
conditions  and  questions  involved,  visited  the  valley,  that  the 
association  should  reach  an  agreement  with  The  California  Develop- 
ment Corjpany  as  to  the  value  of  the  property  and  submit  the  same, 
all  of  which  has  been  performed. 

Later  it  was  suggested  that  the  cost  of  the  enterprise 
should  be  ascertained,  which  said  cost  should  be  the  basis  of 
arriving  at  the  value  of  the  property  (which  has  been  heretofore 
resisted  by  the  company  owning  the  property)  and  we  must  truthfully 
state  logically  so,  for  the  reason  that  it  is  not  sound  business 

policy  to  sell  a  thing  at  the  price  of  its  cost  unless  it  can  be 
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proven  that  the  value  is  no  more  than  its  cost,  but,  to  satisfy  the 
Bureau,  the  company  has  consented  to  submit,   for  the  consideration 
of  the  Secretary  of  the  Interior,  the  cost  of  the  propeirty  and  its 
present  and  future  estimated  value,  as  follows: 

STATEMENT  TAKHI  FROM  THE  BOOKS  AI'JD  REPORTS  OF  THE  CAIIFOEKIA 

DEVELOBIffiT  COIIPAKY  AKD  FBOK  OTHER  RELIABLE  SOURCES, 

SHOanrG  COST  to  the  COliPAKY  OF  THE  BIPERIAL 

CAKAL  STSTEK,      INCLUDING  COST  OF  THE 

ACQUISITION   OF  WATER  COKCESSICN 

AKD  LAUDS  PURCHASED  EI 

MEXICO,  COKSTBUCTICK  BOTH  SIDES  OF  THE  INTERNATIONAL  BOUKDART 

LIKE,      TOGETHER  V-ITH  COST  OF   COLONIZATION  Di  THE  UNITED 

STATES  OF  AMERICA,    -  WHICH  ?»E  FKD  TO  BE  - 

IN  ROUND  NUMBERS $3,811,771. 

FUNDS  DERIVED  FROM  THE  FOLLOWING  SOURCES. 

Sale  of  stock  and  scrip  in  The  Cali- 
fornia Development  Company,   -  -  -  $650,000. 

First  Kortgage  gold  bonds 500,000. 

Local  collateral  loar6   —  --     150,500 

Received  from  water  rentals  and  in- 
terest on  deferred  payments   farmers* 

notes 125.200. 

Proceeds  sale  of  Mexican  lands,  -  -  -    83,000. 
Proceeds  sale  of  water  shares  Imper- 
ial rater  Company  No.  1, 1,008,645. 

Proceeds  sale  of  water  shares  Imper- 
ial 7/ater  Co.  No.  2 28,850. 

Proceeds  sale  of  water  shares  Imper- 
ial ^ater  Company  No."  4 131,711. 

Proceeds  sale  of  water  shares  Imper- 
ial r.'ater  Company  No.  5 456,592. 

Proceeds  sale  of  water  shares  Imper- 
ial Water  Company  No.  6---  —  —  112,013. 
Proceeds  sale  of  water  shares  Imper- 
ial water  Company  Ko.  7-------    36,460. 

Proceeds  sale  of  water  shares  Imper- 
ial Water  Company  No.  8 528.800. 

Total,  $3,811,771. 
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STATam'T  SHOTIKG  JURCHASE  PEICE  CF 

THE  PROPERTY  FIXED  BY  TEE  IMPERIAL  VALLEY 

WATER  USERS  ASSOCIATia>I. 


To  te  advanced  from  the  Reclamation  fund,   cash     3,000,000. 

Value  of  property  retained  by 
The  California  Development  Company, 
itemized  as  follows: 

California  Development  Company  tonds  6,000. 
In^^erial  Water  Company  Ho.  8  tends  100,000. 
V.'ater  shares  Lnperlal  Water  Company 
No.    1,   5,    5  and  7  37,242. 

Live  stock  1,000. 

Fumiturs  and  fixtures  800. 

Real  estate,   including  town 
property  in  U.   S.   A.  34,000. 

Book  accounts  17,600. 

Personal  and  collateral 

mortgage  notes  230,770. 

Mexican  lands  and  water  rights 
30,000  acres  at  $10. per  acre  net       300,000. 
Due  on  Mexican  lands  sold  60,000. 

Contingent  water  rentals  to  te 
retained  for  ten  years   in  I'exico 
50,000  acres,  average  $1.00  per 
annum  500.000. 

Total  1.287.412 

Grand  Total  of  purchase  price  $4,287,412^ 

From  above  deduct  liabilities,  itemized 

as  follows: 

Outstanding  first  mortgage  bonds  $  477,920. 

Outstanding  scrip  4,650. 

Floating  debt  150,805. 

Contract  obligations  212,000. 

contingent  alleged  damages  250.000.               1.095,375. 

Ket  proceeds  of  proposed  purchase 

and  sale  $  3,192,037. 

Which,  when  deducted  firom  the  cost  of 

the  property,   leaves  a  net  deficit  $619,734. 

In  the  list  of  valuations   it  will  be  seen  that 
an  item  of  $500,000  is  included  and  full  credit 
given  to  the  association  thereof,  the  receipt 
of  which   is  contingent  upon  the  colonization 
of  the  land   in  Mexico  within  the  next  ten  years 
and  the  ele  of  the  water  to  the  colonists  each 


-5- 


year.     The  average  of     $1.00  per  acre  is  a  very 

liberal  estl-.ate  of  the  probable  sale,    if  any,   and 

Bhculd  there  be  no  colonization  and,   in  consequence, 

no  Bales,  then  the  deficit  "would  naturally  mean  $1,119,734. 

Therefore,  we  must  conclude  timt  before  the 
item  of  $500,000  listed  as  an  asset  can  be  made 
available,  the  conpany  must  malte  it  so  through 
its  own  effortB. 


REAX  MTD  ACTUAL  VAIIJE  OF  THE  PROKBTY. 


It  is  a  well  known  business  principle,  established  in 
canmerce  and  trade,  that  the  actual  value  of  the  Imperial  Canal 
System,  as  at  present  installed,   is  based  upon  its  earning  capacity. 


Table  IiO.  1. 

For  the  sake  of  argument,  we  will  exclude  all 
value  of  water  rights  and  real  property  owned  both  in 
Mexico  and  in  the  United  States  and  base  the  value  of  the 
property  in  the  United  States  only  upon  the  outstanding 
and  existing  contracts  between  The  California  Development 
Conpany  and  the  settler  or  water  user,  which  is  fifty 
cents  per  acre-foot  for  the  delivery  of  water  annually, 
the  perpetual  contract  price.         The  maximum  amount  the 
company  is  obligated  to  deliver  being  four  acre-feet  per 
annum  at  fifty  cents  per  acre-foot  on  approxi irately 
200,000  acres  water  rl^ts  sold  in  the  U.   S.     A.,  will 
result   in  an  annual   income  of  $400,000. 

From  which  deduct,   for  adrri  in  i  strati  on,  operation  and 
maintenance,   fifty  cents  per  acre  IQO.OOO. 

Ket   income  300,000. 

per  annum,   or  5$S  upon  a  capitalization  of  $6,000,000. 

Table  No.  2. 

In     Table  1  we  have  only  based  the  income 
upon  the  delivery  of  the  water  to  200,000  acres, 
while  the  system,  at  present  is  practically  in 
condition  (with  only  a  slight  expenditure  for 
improvements)   to  deliver  water  —  at  the  low 
stage  of  the  river  —  to  300,000  acres  and  at 

high  stage  to  600,000acres.     It  is  a  foregone  con- 
clusion that  the  most  profitable  crop  in  the 

valley  will  be  Alfalfa  on  both  sides  of  the  Inter- 
national    Boundary  Line.        The  dairy,   cattle  and 
hog  industry  will  largely  predominate  and,   as 
Alfalfa  requires,  and  will  produce,   the  best  re- 
sults during  the  months  when  the  river  is   in  flood, 
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It   is  apparent  that  in  the  near  future  the 
valleywill  run  to  alfalfa  and  the  resultant 
use  of  the  maximum  amount  of  water  during  the 
high  stage.       Therefore,  we  should  base  the  quan- 
tity of  water  used  on  the  average  —  which  means 
an  aiinual  use  of  water  from  the  system  as  at 
present  constituted  for  the   irrigation  of  450,000 
acres  at  $2.00  per  acre,  will  result  in  an  annual 
income  of  t     900,000. 

From  which  deduct,   for  administration,  operation 
and  maintenance,   fifty  cents  per  acre  per  annum  225.000. 

llet  annual   income  $675,000. 

or  5%  upon  a  capitalization  of     $13,500,000. 

Table  IIo.   3. 

Attention  is  called  to  the  fact  that 
in  Table  1  and  2  no  account  has  been  taken  of 
the  water  rights  to  be  sold  on  both  sides  of  the 
International  Line.   It  is  the  object  of  this 
table  to  include  an  estiinate  of  the  future  re- 
ceipts to  be  derived  from  such  source  which, 
when  sold,  will  annually  thereafter  increase  the 
Income  of  the  company  or  the  system.   A  relia- 
ble estimate  develops  the  fact  that  there  are 
unreclaimed,  in  the  Republic  of  Mexico,  280,000 
acres  of  irrigable  lands  adjacent  to  this  system, 
which  will  derive  its  water  supply  therefrom. 

After  enlarging  the  system  to  cover  these  lands 

there  will  be  a  profit  of  not  less  than  $10. 

per  acre  or  2,800,000. 

Basing  the  figures  the  same   for  completion  of 
the  system  on  the  United     States  side  of  the  line 
and  at  the  present  selling  price  of  water  shares 
estimating  the  irrigable  lands  still   owned  by 
the  national  Government  and  the  Southern  Pacific 
Railway  Company,  and  those  other  lands  not  yet 
provided  with  water  rights,   comprising  approxi- 
mately 200,000  acres  at  $10.  per  acre  net,   or  2,000,000. 

To  which  we  must  add  the  value  of  the  property 
on  a  5/S  income  basis  covering  the  lands  under 
the  completed  system,  which  we  observe  will  be 
700,000  acres  under  irrigation  served  with  four 
acre  feet  of  v/ater  per  annum  at     $2.  per  acre, 
and  after  deducting  for  administration,   opera- 
tion and  maintenance,  will  result  in  a  net  in- 
come of  $1,050,000,  or"  55S  upon  a  capltilization 
of  21,000,000. 

Total  value  of  the  plant,  without  expenditure.         „_  „..-,  ^-.^ 
of  other  outside  capital!  on  a  5^  eaftiing  Sasis       25,800,000. 
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This,  however,  is  not  all. 

The  power  in  the  various  canals  when  completed 
will,   in  the  opinion  of  reliable  ej^erts,  consist 
of  not   less  than  10,000  horse,  v*ich  can  be  leased 
without  expense  to  the  compary  or  the  system  at 
$£•  per  horse  per  mo.  which  means  an  annual 
incane  of  an  additional  $20,000. 

At  present  the  company  have  leased  one  drop  in 
its  main  canal  of  Imperial  Water  Conipany  Ho.   5 
which  will  develop  1500  H.   F.   leased  at  $2. 
per  horse. 

A  plant  now  being  installed,  which  will  bring 
a  net  incane  of  136,000.  per  annum. 


There  can  be  no  question  as  to  the  value  of  the 
irrigation  plant.       The  arnount  of  money  required  to  be  paid 
to  the  compary  by  the  water  user  for  the  use  of  the  water  to 
the  lands  now  reclaimed  and  under  irrigation  will  bring  a  net 
income  to  tl-is  compary,  within  the  next  ten  years  of  not  less 
than     $6,000,000,  or  double  the  amount  of  money  that  the  settler 
and  water  user  will  be  obligated  to  pay  during  the  same  period 
to  the  Government  to  reimburse  the  Reclamation  fund,   in  the  event 
the  loan  applied  for  under  the  Reclamation  Act  is  consumnated. 
At  the  end  of  the  ten  year    period  the  water  user  will  own,  not 
only  the  water  appvirtenant  to  his  own  land  and  home,  but  his 
proportionate  share  of  the  valuable  plant  situate  in  the  Republic 
of  Mexico,  with  a  perpetual  income  sufficient  to  maintain  the 
entire  system,  with  a  handsome  surplus  besides.       Kot  only  that, 
but  the  complicated  question  of  the  division  of  the  water  between 
the  two     Republics  will  be  amocably  solved  and  justly  adjudicated 
and  the  Government  of  the  United  States  in  absolute  and  indisput- 
able control  of  tlffl  waters  of  the  Colorado  River. 

«fe  think  the  above  successfully  answers  the  adverse 
conclusion  of  the  third  paragraph,  page  3,   of  the  Report  filed 
by  the  Chief  of  the  Reclamation  Sei^ice  identified  in  the  caption 
of  this  communication.       However,  we  desire  to  call  attention 
to  the  fourth  paragraph,   on  pages  1  and  2  of  the  Report  in  which 
the  Acting    Director  of  the  Reclamation  Service  concludes  that 
the  value  of  the  reservations  maxio  by  the  ccmpany,    in  its 
acceptance  of  the  proposition  to  purchase  by  the  Imperial  Valley 
T7ater  Users  Association,   is  much  greater  than  the  "actual  cash 
payment  provided  for". 

For  an  examination  of  the  foregoing  pages  it  will  be 
seen  that  the  canpany  retains  but  one-sixth  of  the  value  of  its 
Mexican  holdings  and  transfers  five-sixths  of  its  value  through 
the  sale  of  the  Mexican  Company  stock  and,  upon  the  basis  figured 
by  the     Acting  Director,  the  value  transferred  means  over 
$15,000,000  of  actual  assets  on  the  Ji^exican  side  of  the  line  alone. 
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The  twenty-five  pex'  cent  of  the  reveiwe  retained,  mentioned 
in  said  paragraph  is  set  aside  for  the  purpose  of  colonizing  the 
lands  and  making  the  use  of  water  available,  which  will  redound  to  the 
benefit  of  the  Government  and  the  people  operating  on  the  side  of  the 
United  States,   inasmuch  as  the  expenditure  of  the  reservation  means 
the  /colonization  of  the  property  and  the  resultant  use  of  the  water 
at  a  fixed  price  for  the  right  to  use  the  water  and  an  annual  charge 
thereafter  for  its  use  which  will  supply  funds  to,  not  only  complete 
and  improve  the  system,  but  maintain  it  as  well. 

Replying  to  the  other  questions  discussed  in  the  Report, 
seemedly  involving  difficulties   in  the  transfer  of  the  property  from 
The     California  Development  Compary  to  the  Imperial  Valley  Water  Users 
Association  -  with  the  aid  of  the  Government  under  the  Reclamation 
Act  -  we  wish  to  state  that   in  our  opinion  and   in  the  opinion  of 
Kr.  Heber,  who  is  perhaps  as  well  equipped  as  any  known  man  to  solve 
the  details  of  the  problem,  we  observe  liat   it   is  not  the  intention 
for  the  National  Government  to  acquire  any  property  in  the  Republic  of 
Mexico,  but  that  the  plant  situate  on  that  side  of  the  line  shall  be 
owned  absolutely,    improved  and  operated  by  the  Inqjerial  Valley  ?/ater 
Users  Association.       The  proceeds  for  such  purpose  to  ce  derived  from 
the  sale  of  water  rights  appurtenant  to  the  lands  in  Mexico  or  with 
funds  obtained  from  other  sources. 

For  the  information  of  the  Bureau  —  not  in  a  manner 
obnoxious  —  we  desire  to  submit  a  plan  outlined  by  the  President  of 
The  California     Development  Compary,  which  is   in  the  form  of  an  agree- 
ment,  self-explaining  and  to  the  point f     however,  to  be  tinderstood  that 
modifications  and  additions  may  be  agreed  to,  but  as  a  whole  the  plan 
submitted  seems  to  us  to  be  feasible,   Just  and  equitable  to  all  concern- 
ed and  above  all  to  secure  to  the  pioneer  settler,  and  those  who  may 
come  after  him,  the  absolute  a<raership  of  the  water  appurtenant  to  his 
home  and  —  at  the  sane    time  —  secures  to  the  Government  the  money 
repaid  to  reimburse  the  Reclamation  fund. 

With  earnest  solicitude  for  the  people  whom  we  represent  ani 
the  justice  which  will  be  done  to  a  pioneer  corporation  making  it  possible 
for  the  poor  man  to  acquire  a  home  in  the  Imperial  Valley,  we  trust  and 
hope  you  —  in  the  interest  of  all  concerned,  the  Government,  the  people 
and  the  conqpany  —  will  act  speedily  and  favorably  upon  the  question 
tinder  discussion. 

If  it  is  not  in  the  heart  of  the  nation  to  so  act,  we  desire 
that  prompt  action  will  be  the  watchword  of  the  Department  so  that  other 
means  may  be  taken,    if  possible,  to  acquire  the  property  for  the  people, 
whose  hearts  are  set  upon  its  acquisition. 

Respectfully  submitted, 

THS  B3PERIAL  VALliy  WATER  USERS  ASSOCIATIQH, 
By        Tsigned)   V».   F.  EOLT. 

President  &  Representative  Delegate. 

(signed)   C.   S.   Lomiiard 

Director  &  Representative  Delegate, 
(signed)  Vn'illis  Geo.   Bnerson 
j.Q_-,  Associate  Representative  Lay  Delegate, 

I  have  examined  this  communication  and  approve  of  the  figures  submitt- 
ed, taken  from  the  books  and  reportp  of  the  compaiy. 

(signed)  W.  H.  Heber, 
(^)     Pree.  The  California    Development  Company. 
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